The purpose of this paper is to examine the role of liquidity management in the profitability of commercial banks listed on the Iraq Stock Exchange during the period 2006-2016. Data were collected from the annual financial statements of the banks. In order to analyze data, the current ratio (CR) was used as a proxy for liquidity as an independent variable while the return on assets (ROA) and the return on equity (ROE) were used as proxies for banks' profitability as dependent variables. The results of the study indicate that all of the variables under study are stationary at first differenced by utilizing Panel Unit Root Tests (Levin-Lin Chu and Hadri LM Methods). The outcomes of panel cointegration test showed that there is no long-term relationship among variables. In addition, the paper revealed that, in short term, the liquidity of banks plays an insignificant negative role in banks' profitability for both ROA and ROE by employing pooled regression model, Fixed Effect and Random Effect models. Therefore, this study recommended that banks' managers should take the advantage of investing their liquidity in various projects to obtain more profitability and then help governments to decrease their unemployment and recession in economy.
Introduction

Background of the study
The liquidity in the commercial bank represents the ability to fund its obligations by the contractor at the time of maturity, which includes lending and investment commitments, withdrawals, deposits, and accrued liabilities. Liquidity management takes one of two forms based on the definition of liquidity. One type of liquidity refers to the ability to trade an asset, such as a stock or bond, at its current price. The other definition of liquidity applies to large organizations, such as financial institutions. Banks are often evaluated on their Academic Journal of Nawroz University (AJNU) Volume 8, No 4 (2019) . Regular research paper : Published 1 Dec 2019 Corresponding author's e-mail : shivan.hadi@gmail.com Copyright ©2018 1 Shivan Hadi Ali, 2 Shivan Abdulrahman Jameel.This is an open access article distributed under the Creative Commons Attribution License. liquidity, or their ability to meet cash and collateral obligations without incurring substantial losses. In either case, liquidity management describes the effort of investors or managers to reduce liquidity risk exposure (Alshatti, 2015) . Moreover, the concept of liquidity management is receiving serious attention all over the world particularly with the current financial situations and the state of the world economy (Ibe, 2013) . The highest level of owner's net worth coupled with the attainment of other corporate objectives are achieved by some of the striking corporate goals include the need to maximize profit, maintain high level of liquidity in order to guarantee safety. Researchers cannot over emphasise the importance of liquidity management as it affects corporate profitability in today's business. The essential part in managing working capital is required maintenance of its liquidity in day-to-day operation to ensure its smooth running and meets its obligation (Eljelli, 2004) .
On the other hand, Profitability is the important purpose of every business. Without profitability it is not easy to run your business as per continued business and the extension of business is not easy to create profit for short term business; it is necessary to create funds to fulfil its daily needs in operations and other wants, business generates more and more profits when this short term need of funds is generated by business process not by the external debt; hence, Profitability and liquidity is the most important part of business that gives complete information of business work.
Profitability and liquidity are used for long term in every business for strong work and promotion in the business; both liquidity and profitability are parallel to one another (Maqsood, Anwar, Raza, Ijaz, & Shouqat, 2016). Therefore, liquidity plays a significant role in the successful functioning of a business firm. Consequently, a study of liquidity and its impact on profitability is of major importance to both the internal and the external analysts because of its close relationship with day-today operations of a business (Bhunia & Malayendu, 2012) . Dilemma in liquidity management is to achieve desired trade-off between liquidity and profitability (Nahum & Amarjit, 2013) . This study seeks among other things, to examine the problems of bank liquidity management in order to determine its effect on bank profitability.
Research Problem
Commercial bank has to work to maximize its profits and be able to meet the financial requirements of its depositors by holding a sufficient amount of liquidity simultaneously in order to achieve a balance between the profitability and liquidity. As stated by Alshatti (2015) , banks should determine the optimal amount of cash that enable them in achieving balance between profitability and liquidity together because each level of liquidity has a different effect on the levels of profitability; therefore, the problem arises when commercial banks attempt to maximize their profits at the expense of neglecting the liquidity effect, which may cause a technical and financial hardship with the consequent withdrawal of deposits.
Research Questions
This research attempts to answer the following questions:
• What are the context of current ratio as independent variable and ROA and ROE as depended variables?
• To what extent does current ratio affect Iraqi commercial banks' ROA and ROE?
• What is the nature of the correlation among variables under study?
Research Objectives:
• To identify the concepts of liquidity management and bank profitability.
• To examine how liquidity management affect the Iraqi commercial banks' profitability.
• To determine the correlation between bank profitability and bank liquidity management.
Research Hypothesis
After reviewing the literature, the current study managers in banks to make sound investment decisions that will satisfy the stakeholders' interest with regard to liquidity and profitability needs of the investors.
Identification of liquidity levels that maximize profits enables managers revise and adopt relevant strategies. Furthermore, the regulators will have evidence as to what levels of liquidity are present in profitable banks.
This will help them formulate rules and regulations that help minimizing failure risk in the sector. Finally, the research adds to the body of knowledge in finance as well as further evidence on how banks are managed.
Literature Review
This research displays some of the previous studies about the role of liquidity management in banks' profitability. The literature review covers theoretical and conceptual framework on which the study leans, and a brief evaluation of what other authorities have documented on the subject of research.
The Concept of Liquidity
Liquidity is a financial notion that means the amount of capital that is available for investment. Today, most of this capital is in the form of credit, not cash. Bank Liquidity simply means the ability of the bank to retain sufficient funds to pay for its maturing obligations. It is the bank's ability to immediately meet cash, cheques, as well as other withdrawal obligations and legitimate new loan demand while abiding by existing reserve requirements (Ibe, 2013) . Liquidity can also be defined as the degree of convertibility to cash or the ease with which any asset can be converted to cash (sold at a fair market price). Liquidity management therefore involves the strategic supply or withdrawal from the market or circulation the amount of liquidity consistent with a desired level of short-term reserve money without distorting the profit making ability and operations of the bank. It relies upon the daily assessment of the liquidity conditions in the banking system so as to determine its liquidity needs and thus the volume of liquidity to allot or withdraw from the market (Nwaezeaku, 2006) . Furthermore, bank liquidity can be defined as the ability to satisfy financial obligations as they come due.
Consequently, Liquidity in a commercial bank reveals the bank's ability to finance all its contractual obligations when due, and those obligations can include lending, investment and withdrawal of deposits and maturity of liabilities, which happen in the normal course of the bank actions (Amengor, 2010) . In addition, some of the theories are related to the concept of liquidity management as follow:
Anticipated Income Theory
According to Meghana According to the theory, the liquidity can be planned if the programmed loan payments by a customer are based on the future of the borrower. It is emphasized that the theory points to the movement towards selfliquidating commitments by banks. Nzzotta (2004) reported that the theory emphasizes the earning potential and the credit worthiness of a borrower as the ultimate guarantee for ensuring sufficient liquidity.
This theory encourages many commercial banks to adopt a ladder effects in investment portfolio.
Shift-ability Theory
The shift-ability theory of bank liquidity was propounded by H.G. Moulton who asserted that if the commercial banks retain a substantial amount of assets that can be shifted on to the other banks for cash without material loss in case of necessity, then there is no need to be dependent on maturities. According to this vision, an asset to be perfectly shift-able must be instantly transferable without capital loss when the need for liquidity arises. Additionally, this is particularly applicable to short term market investments, such as treasury bills and bills of exchange which can be instantaneously sold whenever it is 
Commercial Loan or Real Bills Doctrine Theory
This theory states that a commercial bank ought to forward only short-term self-liquidating productive loans to business organizations. Loans intended to finance the production, and evolution of goods through the successive phases of production, storage, transportation, and distribution are considered as selfliquidating loans. Moreover, the theory states that whenever commercial banks make short term selfliquidating productive loans, the central bank should lend to the banks on the security of such short-term loans. This principle provides the appropriate degree of liquidity for each bank and appropriate money supply for the whole economy. Furthermore, the central bank was predicted to increase or erase bank reserves by rediscounting approved loans. When businesses start growing and the requirements of trade increase, then banks have the ability to capture additional reserves by rediscounting bills with the central banks. Inversely, when businesses go down and the requirements of trade decline, then the volume of rediscounting of bills would fall, the supply of bank reserves and the amount of bank credit and money would also contract.
(Tutorialspoint.com)
Liquidity Management
Liquidity is a measure of the ability and ease with which assets can be converted to cash. Liquid assets are those that can be converted to cash quickly if needed to 
The Concept of Banks Profitability
Bank profitability is the ability of a bank to produce Generally speaking, profitability is a relationship between the profits generated by the enterprise and investments that contributed to the achievement of these profits, and profitability ratios measure the efficiency with which a company turns business activity into profits. Profit margins evaluate the ability to turn revenue into profits. Return on Assets (ROA) measures the ability to use assets to produce net income. Return on Equity (ROE) compares the net income to shareholder equity (Alshatti, 2015).
Assessment the Bank's Profitability
There are different financial ratios related to both the owners and depositors that can be applied in order to determine the extent of the bank ability to make profits from its invested money. The following two ratios are the most important earnings ratios used in assessing the bank profitability (Alshatti, 2015).
Return on Assets (ROA)
ROA ranks as one of the most widely used variables in shaping a firm's profitability. This ratio measure for the operating efficiency for the company based on the firm's generated profits from its total asset. It is calculated as net profit after tax divided by the total assets and can be expressed mathematically as follows:
Return on Equity (ROE)
ROE is considered to be a vital important indicator that is the amount of net income returned as a percentage of shareholders' equity. The ratio measures the shareholders' rate of return on their investment in the company. It can be expressed mathematically as net profit after tax divided by the total shareholders' equity. 
Empirical Evidence
The impact of liquidity management on banks' profitability has been investigated by a number of researchers; here is some review of them. Previously, many research studies conducted to discover the nature of the relationship between liquidity and profitability.
All the studies in this area were concluded with some similarities and differences to fill the research gaps.
Therefore, the nature of the relationship between liquidity and profitability yet need to be resolved, as contrary results exist. The importance of this study is more valuable in the developing countries of the world where the overall business environment is more uncertain (Ismail, 2016) . 
Research Methodology
Research Design:
The nature of data consists of both time series and cross-sectional elements, which is known as a panel are estimated at first differences. This is done to transform non-stationary data into stationary data in order to achieve consistent and reliable results (Iordanova, 2015) . Finally, after checking for stationarity, the Hausman Test is conducted to find out the most appropriate model for the variables under the study.
Data Collection and sampling
This study applied the quantitative approach to investigate the role of liquidity management in banks' 
Research Analysis
Stata and EViews programs and descriptive statistical analysis, and regression models (that represent, the Pooled OLS, Fixed Effect Method and Random Effect Method) are applied to analyse the secondary data acquired for the five selected commercial banks in Iraq which were extracted from Iraq Stock Exchange Database.
Results and Interpretation
Results of panel unit root tests
Using the aforementioned three unit root tests, the following hypotheses can be developed: As can be seen from table 1, the Hadri LM method's pvalue at level, which is (0.0000), is smaller than 5 percent significance level, meaning that the null hypothesis can be rejected that reveals the opposite result and does not confirm the stationarity of panel data used in the study, then the panel data for this variable by applying the second test reveals nonstationarity. Since one of the unit root tests reveal non stationarity of the data at level, the first difference could be derived utilizing the same mentioned above tests for checking stationarity. As a result, at first difference, the two methods show that panel data are stationary or (1) because the p-value of the first test used in the research (Levin-Lin-Chu), which is (0.0000), is smaller than 5% significance level, and the p-value of the second test (Hadri LM) that is nearly (29%), is greater than 5% significance level.
To conclude, ROA is found to be stationary or (1) by applying the two tests of checking stationarity at first difference.
Note that, the finding of the second dependent variable (ROE) reveals the same result at level employing the Levin-Lin Chu method; while applying the second method, it reveals different result that finds unit root in panel data. Therefore, the first difference is needed for the variable (ROE). Consequently, at first difference, ROE is also found to be stationary or (1) by applying the two tests of checking stationarity.
In part B of table 1, unit root test for independent variable (current ratio), reveals that at level, the Levin-Lin-Chu method's p-value (1.0000) is more than (0.05) that shows the non-stationarity of the panel data while the p-value of Hadri LM test that is approximately (46%) is greater than (0.05) suggesting that panel data are stationary. Therefore, the first difference for this variable is also required to derive for checking stationarity. At first difference, results of Hadri LM method show that current ratio is stationary, meaning that it is (1); while Levin-Lin-Chu method reveals unit root in panel data.
To summarize, current ratio is also found to be stationary or (1) by applying panel unit root tests of checking stationarity at first difference. 
Analysis of the long-run relationship
Since variables under the research are I (1), the cointegration test was employed to test for the existence of the long-run relationship. The hypothesis test for cointegration is set as follows:
0 : There is no co-integration between liquidity ratio and banks' profitability. 1 : There is co-integration between liquidity ratio and banks' profitability. Ratio as a proxy for liquidity. The results of random effects model in table 7 demonstrate that the coefficient of current ratio is statistically insignificant at the 0.05 significance level (pvalue > 0.05); current ratio has an insignificant negative effect on banks' profitability. Thus, when ROE is used as a proxy for profitability the current ratio is also insignificant determinant of banks' profitability. 
Discussion of results
The role of liquidity management in profitability has been studied and examined for a long period of time by which exhibited that in commercial banks, profitability levels are significantly positively influenced by the banks' liquidity. This suggests that optimal use of liquidity is required to improve banks' profitability.
Finally, In terms of the significance of the relationship, the study is in line with the study of Agha (2014) and
Afeef (2011) that reveal the insignificant relationship between liquidity and profitability.
Conclusion and recommendation
Conclusion
Liquidity is one of the important indicators that show the process and results of qualified management in controlling analyzing the environment because it is the main factor that moves the local investment into international. Thus, managing this factor leads to a massive desired result.
Through the period chosen 2006-2016 many economic changes and challenges took place that affect the liquidity management; especially it is worth mentioning that countries faced the international crisis, and the recession still going on. Moreover, as a country has a policy depends on fiscal policy and public sector; liquidity should be managed in a way where it could be one of the backbones of economy in order to change an economy to a better situation as theories stated.
Furthermore, this study investigated the role of liquidity management in selected Iraqi banks' profitability and the findings showed the insignificant negative relationship between liquidity and profitability meaning that a rise in current ratio led to a reduction in profitability when both ROA and ROE are used to measure profitability. However, on both situations, the coefficient for current ratio as a proxy for liquidity was insignificant, meaning that this study found no empirical evidence supporting the role of liquidity in promoting banks' performance in Iraq.
Recommendation
The study recommended the following:
• It is a fundamentally important warning for management to take care to step up and take the chance to avoid negative impacts of having a large quantity of liquidity since that means the economy will face unemployment and recession and that will cost the government budget more pressures.
• It is also recommended that future studies should use more value creation measures and inclusion of other macroeconomic control variables to test the effect of liquidity management on profitability in the Iraqi commercial banks.
• Finally, the study recommends that banks should employ competent, professional and qualified personnel so that it can be guaranteed that right decisions are adopted especially with the optimal level of liquidity and maximizing profit.
